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Board Directors, 1959-1961 
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Roebuck and Co., Chicago 
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partment, International Business Machines 
Corporation 
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Attorney, New York 

Burcer, Executive Director, Texas 
Research League 

Cox, Director, Income Tax Unit, 
Georgia Department Revenue 

CPA, New York 

Robbins, Inc. 
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Advisory Council (continued) 


pany, Inc. : 

Rocer Vice President, The Insti- 
tute for Social Science Research 

Yale University 

Manager, Tax Division, The 
Procter Gamble Company 

Operating Vice President— 
Taxes, Federated Department Stores, Inc. 

Connecticut Tax Study Com- 
mission 

ment Research, Rutgers University 

Harry Attorney, New York 

Bankers Trust Company 

Warren, Dean, School Law, Colum- 
bia University 


Nominating Committee for 1959 Elections 


nomics, Princeton University 

Norris Attorney, New York 

Manager, Tax Department, 
Standard Oil Company 


great pleasure report that the repair the exterior the building 
has been completed. The building was insulated. The old brown shingles were 
replaced gray cedar shakes. The very considerable amount trim the 
building was given two coats white paint. pair handsome new coach 
lamps replaced the old ones that had flanked the front entrance. Some addi- 
tional windows were added the rear the building and other repairs were 
made. The building now presents very handsome appearance. 

are indebted John McFarland, Manager, Tax Department, Sun Oil 
Company, who was chairman the Building Repairs Committee, for invalu- 
able assistance connection with this project. 


Reports Symposium 


Congratulations the recent symposium have been pouring into the office 
from corporate tax executives, Treasury officials, tax practitioners, professors, 
and students who were attendance. Following are few the comments: 


“Resounding success The really expert choice subjects and the calibre the pro- 
duced product which had major impact.” 


“One the best meetings its kind have ever attended.” 
“One the most successful sessions ever attended.” 
“Excellent program.” 


“Found the discussions very stimulating and have come home with large number fruitful 


“Papers stimulating and Although program might have involved some mental ex- 
haustion the part some us, serious matter tax policy and management decisions 
this day and age are not treated lightly congratulate the Institute the fine job 


Local Government and Industry* 


MABEL WALKER 


Executive Director, Tax Institute, Incorporated 


Economic competition between communities goes back very ancient 
times, but appears have reached crescendo during the postwar years. 
The great corporations have been dropping plants over the country like pennies 
from heaven. States, cities, and small communities have indulged feverish 
and sometimes heedless scramble for these bonanzas. 

Much this activity could scarcely have impressed the most irresponsible 
businessman. Expensive advertisements the Sunday New York Times, Fortune, 
and other publications have portrayed bathing beauties and winsome children 
lure the industrialist. 

Extravagant brochures indulging glittering generalities but offering little 
factual information have been freely tossed around. Governors have packed 
their briefcases and taken off tub-thumping expeditions proclaim the 
virtues their states. Governors the states subject these incursions have 
publicly denounced the efforts the visiting governors. Some states have 
openly changed their tax laws attract industry. Some cities have privately 
juggled their assessments with the same end view. 

During the past few years the tempo plant-seeking activity has not abated, 
but there does seem marked improvement the quality performance. 
The emphasis has largely shifted from spectacular claims and heedless tax 
favors careful analyses industrial potentialities and 
increasing concern with high governmental standards. Information taking 
priority over braggadocio. 


the process analyzing their development possibilities the local govern- 
ments are vitally concerned the factors that motivate plant location. 
necessary more, however, than merely concentrate the incoming 
plant. equally, even more, important retain existing enterprises and 
provide suitable environment for their healthy development. 

Different communities differ the economic advantages they offer and, con- 
versely, the demands economic enterprise are also diversified. Some communi- 
ties have natural resources. These may mineral deposits scenic and 
recreational features. use highly specialized example, the ocean the 
great natural resource that provides economic opportunity for Atlantic City. 
Some communities have the advantage exceptional power facilities. With 


Delivered the 6oth Annual Convention the League Wisconsin Municipalities, 
Madison, October 17, 1958. 
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some, transportation the dominant factor. Probably the achievement New 
York City’s early dominance was due primarily its harbor, just Chicago 
flourished because was railroad center. Exceptional marketing factors pro- 
vide another opportunity. The type available labor supply may sub- 
stantial asset. 

The location other enterprises may also asset. Certain prime indus- 
tries, such steel, may serve magnet for subsidiary enterprises. 

There are various other factors also not its own making which com- 
munity may possess natural advantage. 

The logical first step, therefore, for community seeking industry sur- 
vey and analysis the basic advantages possessed it. 

Any consideration plant location factors must projected against con- 
stantly changing background. For example, air conditioning developments have 
altered the impact climate location. Development new power sources, 
such atomic energy, will affect the current strategic importance some 
present locations. The expanding use motor vehicles and airplanes has les- 
sened the relative importance rail and water transportation centers. Popula- 
tion shifts have altered labor supply and market considerations. Water short- 
ages and new sources water supply, adjustments freight rates, and many 
other changes can alter the relative advantages various communities. 

Moreover, the relatively new consideration safety from enemy attack may 
become increasing importance. this connection should noted that 
management consultants, have sharply criticized the government’s “dispersal” 
plan and recommend instead decentralization rather small 

Looking this problem its larger aspects may well recognize that 
there will certain amount industrial shifting—whether from actual migra- 
tion plants from development new enterprises—no matter what govern- 
mental attractions are offered any section. 

For various reasons the heavy concentration industrial enterprise the 
New England, Middle Atlantic, and Central regions the country has been 
breaking during the past several decades and are witnessing much 
greater diffusion industrial enterprise throughout other sections the 


Some shifts industry will take place regardless what done 


the states and localities. 

much for what Providence offers. What then can community for 
itself? 

After the elimination the exceptional community offering the exceptional 
advantage for the exceptional enterprise, find that the rank and file com- 
munities must each compete with number other communities that possess 
comparable advantages. 

The record achievement then becomes major importance. 


Leonard Yaseen, Plant Location, New York: American Research Council, 1956, pp. 
202-5. 
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GOVERNMENTAL SUBSIDY 


There are three major ways which fiscal powers may utilized affect 
the location industry. 

First, there the governmental subsidy. This may direct subsidy through 
the provision industrial building, cash loans, some other way, 
indirect subsidy through tax exemption, reduced assessments, some other 
type tax favor. 

The importance the subsidy has been exaggerated both the states and 
cities offering the subsidy and those fearing lose industry result 
subsidies offered other governments. Subsidies offered take 
quite different complexion from those offered private groups. 

First, there doubt concerning the legality governmental subsidies. 
some areas they are prohibited state law. Other states permit certain types 
subsidization. Second, unworthy political considerations may influence the 
granting such subsidies. Third, the absence the cauterizing effects 
the profit motive and the use private funds, such expenditures may not 
subjected the searching scrutiny that would appropriate. Fourth, sharp 
charges are made the residents other communities the ethics 
such procedure. 

The argument that unethical for one community bait industry from 
another subsidies, otherwise, appears somewhat superficial. Any 
lack ethics the granting industrial subsidies more likely exist 
the effect the home locality rather than the competing area. govern- 
mental subsidy offered the expense all taxpayers, whether not they 
individually approve. Many have interest in, nor they necessarily derive 
any benefit from, the industrialization. Some may even suffer competitive dis- 
advantage result the influx new industry. 

Moreover, impoverished community would not have within its economic 
power outbid other areas offering such inducements. Also, there 
sharply limiting internal factor such subsidies. suicidal the part 
community offer more industry than will get return, and need- 
lessly extravagant offer more than necessary. appears that some 
the subsidies that have been offered may have been unnecessary and that others 
may have been outright financial detriments. 

With further reference ethics regional competition, declining area 
more likely affected adversely inducements offered nongovernmental 
industrial foundations than those offered the governments other 
regions. This because the former indicate more alert community and are 
likely more efficiently handled. Yet there does not appear any imputa- 
tion unethical procedure the part such foundations. Nor does there ap- 
any reason why there should such imputation. 


Tax BURDEN 
The second way which fiscal powers can used attract industry may 
through change the pattern the existing tax structure make 
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more favorable industry refusal enact new tax laws which may 
considered unfavorable industry. Much heard concerning the impact 
taxes industrial location. 

corporate management can afford insensitive tax considerations. 
Although federal taxes are preponderant, the burden state and local taxes 
not inconsiderable and has tendency become greater all the time. 
Nevertheless, the effect taxes industrial location has undoubtedly been 
greatly exaggerated, particularly with reference regional shifts. 

The importance any factor location will vary markedly from industry 
industry, but for most types manufacturing enterprise other considerations 
will far outweigh potential savings through tax differentials. If, however, the 
number sites under consideration has been narrowed those that appear 
offer equal advantages more important respects present and expected 
future favorable tax differential would doubt determining factor. This, 
course, would true almost any factor involved location. other, 
more important, considerations balanced out among several com- 
peting communities, less important factor might become decisive particu- 
lar community offered outstanding advantage with respect it. 

Difficulties arriving defensible figures tax differentials may perhaps 
greater than determining other cost differentials. The most important state 
and local tax borne the manufacturer the property tax. Before 
can determine the relative burden the tax his enterprise number 


different communities, will need find the answers questions such the 
following: 


there state tax property? 
personal property subject taxation? 
What the taxing policy with respect 
intangibles? 
inventories? 
plant machinery? 
policy full value assessment followed? 
How efficient are assessors? 
Can they depended upon assess properties equitably? 


Only after information has been obtained such questions comparison 
tax rates meaningful. Other questions will arise concerning other types state 
and local taxes. 

Once the present tax picture brought clearly into focus, consideration must 
given potential future changes. State tax systems underwent revolu- 
tionary period adjustment during the thirties wave after wave new 
taxes (alcoholic beverage, chain store, sales, income, tobacco, and racing) were 
adopted one state after another. The process change has continued there- 
after, although less dramatic pace. 

During the last one two decades there have been marked changes city 
and county tax systems and the process expected increase tempo. 
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Where Taxes Hurt 


probably not the high tax rate but certain other features the tax 
system that hurt most. 

Discrimination hurts. There may legislative discrimination when the leg- 
islature singles out some particular type enterprise for discriminatory puni- 
tive taxes. The chain store taxes imposed the thirties are example such 
legislation. 

Discrimination may and does take tax administration. Discrimination 
assessments frequently alleged. 

has been said that the common practice among states taxing tangible per- 
sonalty “to assess largely negotiation between the assessing officials 
and the 

article summarizing the results recent survey taxes the 
New York-New Jersey metropolitan region, Professor Alan Campbell said 
that businessmen “tend uneasy about tax personal property (ma- 
chinery and equipment, inventories, and other such tangibles) because neces- 
sarily puts more discretion the hands the tax 

Uncertainty hurts. This has been recognized since Adam Smith. The matter 
tax definitions plays part this. The tax executive large oil company 
once told that his company was more concerned about definitions 
ministration than about rates. Under high rate suffers competitive 
drawback, because his competitor must pay the same rate. But the ad- 
ministration lax and the definitions are not clear his company may suffer 
disadvantage. 

recent article Dun’s Review and Modern Industry, the following 
statement made: 


For multi-state business, the apportionment formula and allowable deductions 
may more important than the rates themselves. 

the sales numerator varies with definition. Depending upon the wording the 
statute, taxable business may sales in-state destinations, sales made from inventories 
the state, sales negotiated personnel operating from in-state offices, and 


Inefficiency and graft where present will also contribute both discrimina- 
tion and uncertainty. 


STANDARDS GOVERNMENTAL SERVICE 
The third way which fiscal activities affect industrial location through 
governmental services. Although much has been said and written concerning 
the effect taxes upon industrial location, relatively little heard concerning 


Massachusetts, Special Commission Taxation, Report: Part IV, Boston, 1951, 15, 
cited National Tax Journal, (September, 1958), 214. 

Alan Campbell, “Taxes and Location New York Metropolitan Region,” 
National Tax Journal, (September, 1958), 197. 

Plant Location,” Dun’s Review and Modern Industry, (April, 
1958), 94- 
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the impact services industrial location. Nevertheless, may 
greater importance than taxes. 

this connection should note that there developing science in- 
dustrial location. There are management consultant firms specializing this 
field. Some the larger corporations have departments bureaus 
primarily with plant location. Although some the smaller and less hard- 
headed business enterprises may influenced the oratory governor 
who has taken upon himself the role traveling salesman for his state, 
lavish entertainment country club, even slick promotional piece, 
the chances are that the industrial entrepreneurs who are likely asset 
the community will motivated hardheaded considerations. 

may perhaps discount rather heavily the statements made for public 
consumption business agencies with eye influencing legislation; may 
perhaps discount some extent what the industrialist himself says concerning 
his reasons for plant location. But think must assign considerable credibility 
the principles plant location outlined leading consultant firms because 
these statements have been formulated guide for the industrial executive 
follow locating his plant. 

have been surprised and interested see the emphasis such materials 
standards governmental service. 

According such writers, the plant location expert will interested 
and influenced the quality such general governmental services 

Transportation facilities, including measures cope with traffic congestion 
Water supply 

Police and fire protection 

Schools 


Welfare 
Recreation 


fact, the whole gamut governmental services direct interest the 
company planning locate plant community. 

There are also specific services which government can render industry. The 
securing adequate land major industrial consideration. The government 
can help through carefully devised policy industrial zoning and through 
setting aside suitable reserves undeveloped land the community. Also, 
planning the redevelopment decayed central areas may possible 
reserve industrial tracts the heart the city. 

The provision reliable and adequate factual information about the com- 
munity another specific governmental service industry. 


CONCLUSION 


This has been summary treatment important topic. Much more atten- 
tion could fruitfully given various aspects the problem. 

One conclusion that think can inescapably see emerging from the data 
that economic and governmental health are compatible. the long run, 
they may even indivisible. 


